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On Oct. 4, the administration of President Carlos Salinas de Gortari announced major reforms to
Mexico's agricultural subsidy system designed to boost efficiency in the sector in preparation for
the North American Free Trade Agreement (NAFTA). Administration officials said the new system,
which will begin to be implemented in 1994, will promote development of more economically
competitive farms. The agricultural subsidy reforms were made public a day after the Salinas
administration presented its new economic stimulus package announced as part of the Economic
Productivity and Growth Pact (PECE) on Oct. 3 (for more details see article on PECE in this issue
of SourceMex). Under the new farm subsidy program, the government will no longer purchase
basic grains and foodstuffs such as corn, beans, wheat, sorghum, rice, soybeans, cotton, safflowers,
sunflowers, oats, and barley from farmers at artificially high prices. Rather, the Agriculture
Secretariat (Secretaria de Agricultura y Recursos Hidraulicos, SARH) will make direct subsidy
payments to those farmers, based on the number of hectares of price-supported crops they plant
this year. In contrast, under the old system, the government acquired basic crops from farmers at
a much higher cost than average world-market prices. For example, the SARH guaranteed farmers
about US$240 per metric ton for corn this year, more than twice the international market price.
The new farm subsidy program, which will provide about US$3.8 billion in 1994, is expected to
benefit about 3.2 million farmers. The Salinas administration will use 1994 as a transition phase
into the program, offering subsidies per hectare along with a reduction in guaranteed prices. "This
will permit us to compete under equal circumstances" with subsidized farmers in Europe and the
United States, Salinas told an audience of governors and farm leaders. According to El Financiero
International weekly business newspaper, the Salinas administration considered two other types
of subsidies before settling on payments per hectare. The other two options were payments based
on target prices or payments per metric ton. The per-hectare program was originally drafted by
agriculture undersecretary Luis Tellez and agrarian attorney general Arturo Worman. The main
advantage of the per-hectare payment is that farmers planting basic grains will receive cash up
front. Critics, however, see this as a political ploy by the ruling Institutional Revolutionary Party
(PRI) to gain support from the farm sector, which has suffered not only from low prices but from an
inability to obtain low-interest loans. "Its most important objective is to make the greatest number
of people as possible happy by handing out checks at a time close to presidential elections," said
a researcher at the agricultural research center at the University of Chapingo. Even though the
funds provided through the new subsidy program will be roughly equal to current subsidies, almost
19% of the monies will be channeled to subsistence farmers, a larger share of overall subsidies
than under the previous system. In the past, the government's agricultural subsidy policies have
encouraged farmers to plant corn even in cases where the soil and climate were better suited
for other crops. For example, Sinaloa state, one of Mexico's most efficient wheat- and sorghumproducing regions, is expected to produce 2.4 million MT of corn this year, compared with 157,000
MT in 1988. The new program is expected to result in increased imports of corn while reducing
imports of wheat. In fact, Mexico has become an attractive market for US wheat exporters, who
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with the help of subsidies from the US Department of Agriculture, shipped more than 42,000 MT
to Mexican buyers in September alone. The USDA has allocated another 1.2 million MT of wheat
for sale to Mexico under a special subsidy program. The Salinas plan also attempts to address
the concerns of Mexico's major bankers, who met with Finance undersecretary Guillermo Ortiz
Martinez on Sept. 20-21 to discuss solutions to the growing debt problems in the agriculture sector.
According to a national agricultural sector organization, overdue loans in Mexico have risen by
48% between June and September, to more than US$1.33 billion. Representatives from Banamex,
Bancomer, Banca Serfin, Atlantico, Banca Promex, Banco del Centro and Multibanco Comermex
promised Ortiz they would seek ways to restructure the country's agriculture debt. However, they
also emphasized to Ortiz that the sector's credit problems could not be eased significantly until
the government created adequate support programs for agricultural producers. (Sources: Agence
France- Presse, 09/07/93, 09/22-24/93, 09/30/93; Notimex, 09/10/93; La Jornada, 09/21/93; 09/22/93; El
Financiero International, 09/27/93, 10/04/93; New York Times, Associated Press, 10/04/93)
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